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In statements to reporters on June 12, Janet Ballantyne, US Agency for International Development
(AID) director for Nicaragua, criticized President Violeta Chamorro's economic policies. Ballantyne
said that the US$614 million in US aid to Nicaragua since 1990 had not been well utilized. According
to Ballantyne, the Nicaraguan economy "is stuck like a boat in calm waters. There is no investment
due to lack of guarantees and confidence." She said Nicaraguan banks squandered US$100 million
in loans which were never repaid. Next, US Embassy official Ronald Godard said there were
basically three reasons why the US Congress decided to suspend disbursement of US$100 million
in aid to Nicaragua. (See CAU 06/05/92 for previous coverage of US aid suspension.) These were
concern over maintenance of public order and professionalization of the police; private property
issues and the rule of law; and, concern that aid funds were "going to unproductive sectors."
President Chamorro confirmed that an additional US$16 million had been frozen due to pressures
from US Sen. Jesse Helms (R-NC). She extended an invitation to the North Carolina senator
to visit Nicaragua so that "he can see for himself" the good use to which US aid is put. June 16:
Currency exchange houses began to restrict the sale of dollars for import of luxury goods and
other non- essential products. This was the first time the government restricted dollar sales since
implementation of the structural adjustment plan in March 1991. Finance Minister Emilio Pereira
told reporters that the restrictions were necessary in order to prioritize the use of scarce funds for
imports of "items necessary for economic development." Pereira asserted that the national currency
was stable and denied that there would be a devaluation. June 17: Foreign Cooperation Minister
Erwin Kruger acknowledged that Nicaraguan banks had lost US$100 million in delinquent loans. He
added that the funds had been allocated by AID to agricultural production loans. Kruger attributed
the losses to hyperinflation in 1990, which reached 55,000%; numerous currency devaluations
which took place until March 1991; and, low world market prices for coffee and cotton. Kruger
pointed out that farmers repaid loans at negative interest rates, i.e., inflation surpassed interest
charged on loans. According to Kruger, "all banking systems in the world take some losses on
their loan portfolios, for a variety of reasons." He asserted that since the introduction of structural
adjustment policies in March 1991, the government has been rigorously accounting for all loans
authorized by the central bank. June 26: Finance Minister Emilio Pereira told reporters that if US aid
disbursements continue frozen for five or six months, the government would be forced to declare
a state of economic emergency to include tax increases and further import restrictions, among
other measures. Pereira said that, given the US aid suspension and current economic difficulties,
the government had revised its projected 5% growth rate for 1992 to 2%. Next, the minister said
that May and June consumer price inflation had been calculated at 1.6% and 0%, respectively,
bringing the accumulated annual rate to 2.5%. June 29: In a letter to US Sen. Helms, Foreign Minister
Ernesto Leal provided details on the government's response to claims submitted by national and
foreign property owners whose properties were confiscated under the Sandinista government.
The minister indicated that the US Embassy in Managua had identified 170 cases of US citizens
demanding return of confiscated property. However, Leal said, legal documents supporting the
©2011 The University of New Mexico,
Latin American & Iberian Institute.
All rights reserved.

Page 1 of 2

LADB Article Id: 060658
ISSN: 1089-1560

claims were identified in only 51 cases. Of the 51, 24 were Nicaraguans who became naturalized
US citizens after their property was confiscated. Next, Leal indicated that 31 of a total 81 properties
claimed by 27 US citizens have already been returned, and the government is working to resolve the
remaining claims. Leal also reiterated that of a total 354 enterprises owned by the government when
Chamorro took power, 163 have been returned to former owners or privatized. (Basic data from
Agence France-Presse, 06/12/92, 06/16/92, 06/17/92, 06/25/92; Agencia Centroamericana de NoticiasSpanish news service EFE, 06/17/92, 06/25/92, 06/26/92, 06/29/92; Notimex, 06/17/92; 6/21/92 report
by the Nicaragua Solidarity Network of Greater New York)
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